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DEED OF TRUST

DATE: July 30, 2004

Reference # (if appllcable) o Additional on page
Grantor{s): : ST

1. Dorn, Terry

2. Dorn, Leslie A "

Grantee(s)
1. PEOPLES BANK '
2. First American Title Cu of Skaglt County, Trustee

Legal Description: Ptn. Tract D, “RANCHO SAN JUAN DEL MAR, SUBDIVISION NO. 1"
. Additional on page 2

Assessor's Tax Parcel ID#: 3972-000’-99:3_-0407 (P68234)

THIS DEED OF TRUST is dated July 30, 2004, among Terry Dorn and Leslie A Dorn, husband
and wife, whose address is 11774 Marine Drive, Anacortes WA 98221 ("Grantor"); PEOPLES
BANK, whose mailing address is ANACORTES. OFFICE ‘911 11th STREET, ANACORTES, WA
98221 (referred to below sometimes as Lender and .sometimes as "Beneficiary”); and First
American Title Co. of Skagit County, whose malllng address is 1301-B Riverside Drive, Mount
Vernon, WA 98273 {referred to below as "Trustee).
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DEED OF TRUST
“ Loan"No: 5713682-1 - (Continued) Page 3

" sdspended-or cancelled; the Credit Agreement allows negative amortization. Such advances may be made, repaid, and
remade_from time to time, subject to the limitation that the total outstanding balance owing at any one time, not
inciuding finance charges on such balance at a fixed or variable rate or sum as provided in the Credit Agreement, any
-temporary overages, other charges, and any amounts expended or advanced as provided in either the Indebtedness
paragraph or this paragraph, shall not exceed the Credit Limit as provided in the Credit Agreement. It is the intention of
Grantor and Lender that this Deed of Trust secures the balance outstanding under the Credit Agreement from time to
time: frtom zero Op:to the Credit Limit as provided in this Deed of Trust and any intermediate balance. Funds may be
advanced by Lender, repaid, and subsequently readvanced. The unpaid balance of the revolving line of credit may at
certain times be lower, than the amount shown or zero. A zero balance does not terminate the line of credit or
terminate Lender's obligation to advance funds to Grantor. Therefore, the lien of this Deed of Trust will remain in full
force and effectnotivithstanding any zero balance.

Grantor hereby assigns ag.-security to Lender, all of Grantar's right, title, and interest in and to all leases, Rents, and
profits of the Property. This assignment is recorded in accordance with RCW §5.08.070; the lien created by this
assignment is intended ta-be specific, perfected and choate upon the recording of this Deed of Trust. Lender grants to
Grantor a license to oollect tha Rents and profits, which license may be revoked at Lender's option and shall be
automatically revoked” upon acceleratlon of all ar part of the Indebtadness.

THIS DEED OF TRUST INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN-TO SECURE {A) PAYMENT OF THE INDEBTEDNESS AND (B} PERFORMANCE OF
EACH OF GRANTOR'S AGREEMENTS AND OBLIGATIONS UNDER THE CREDIT AGREEMENT, THE RELATED
DOCUMENTS, AND THIS DEED OF TRUST THIS DEED OF TRUST IS GIVEN AND ACCEPTED ON THE FOLLOWING
TERMS:

PAYMENT AND PERFDRMANCE Except as otherwise pravided in this Deed of Trust, Granter shall pay to Lender all
amounts secured by this Deed of Trust as ‘they become due, and shall strictly and in a timely manner perform ali of
Grantor's obligations under the Credit Agrﬁgzomeot, this Deed of Trust, and the Related Documents.

POSSESSION AND MAINTENAN“CE OF THE :i"ROPERTY. Grantor agrees that Grantor's possession and use of the
Property shall be governed by the: fon'lowmg prowsrons

Possession and Use. Until the occurfence of an Event of Default, Grantor may (1) remain in possession and
control of the Property; (2) use, Operate.or'manage the Property; and {3) collect the Rents from the Property
{this privilege is a license from Lender ‘to Grariter automatically revoked upon default), The foliowing provisions
relate to the use of the Property or to other I|mnat|ons on the Proparty. The Real Property is not used principally
for agricuitural purposes. E

Duty to Maintain. Grantor shall rnalntaln the Property in tenantable condition and premptly perform all repairs,
replacements, and maintenance necessary 16 preserve its value.

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor coemmit, permit, or suffer any
stripping of or waste on or to the Property or-any portion of the Property. Without fimiting the generality of the
foregoing, Grantor will not remove, or grant to any other party the right to remove, any timber, minerals (including
oil and gas}, coal, ¢clay, scoria, soil, gravel or ro_ck'-.:products without Lender's prior written consent,

Removal of Improvements. Grantor shall not*demolish or;‘rofﬁove any Improvements from the Real Property
without Lender's prior written consent. As a condition tg-the:removal of any Improvements, Lender may require
Grantor to make arrangements satisfactory to Lender to replaca such improvements with Improvements of at least
equal value. . Lo

Lender's Right to Enter. Lender and Lender's agents and representatwes may enter upon the Real Property at all
reasponable times to attend to Lender's interests and’to- mspect the Real Property for purposes of Grantor's
compliance with the terms and conditions of this Deed of Trust.

Compliance with Governmental Requirements. Grantor shall promptly' comply, and shall promptly cause
compliance by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or
otherwise use or occupy the Property in any manner, with ali lfaws, ordinances, and regulations, now or hereafter
in effect, of all governmental authorities applicable to the use. or occupancy of the Property, including without
limitation, the Americans With Disabilities Act. Grantor may centest in .good.-faith any such law, ordinance, or
regulation and withhold compliance during any proceeding, including.approgriate appeals, so long as Grantor has
notified Lender in writing prior to doing so and so long as, in Lender’s sole opinign, Lender's interests in the
Property are not jeopardized. Lender may require Grantor to post adequate seourlty or a surety bond, reasonably
satisfactory to Lender, to protect Lender’s interest. :

Duty to Protect. Grantor agrees neither to abandon or leave unattended the, Propertyi Grantor shall do all other
acts, in addition to those acts set forth abova in this section, which from the character and use of the Property are
reasonably necessary to protect and preserve the Property. ;

DUE ON SALE - CONSENT BY LENDER. Lender may, at Lender's option, {A) declara 1mrned|atolv due and payable all
sums secured by this Daed of Trust or {B) increase the interest rate provided for.in the Crédit-Agreement or other
document evidencing the Indebtedness and impose such other conditions as Lender deems appropriate’.upon the sale or
transfer, without Lender's prior written consent, of all or any part of the Real Property, or any-interast in the Real
Property. A “sale or transfer” means the conveyance of Real Froperty or any right, title 6t interest in thie Real Property;
whether legal, beneficial or equitable; whether voluntary or involuntary; whether by outright saie, deed, instaliment sate
contract, land gontract, contract for deed, leasehold interest with a term greater than three {3) .years; Tease-option
contract, or by sale, assignment, or transfer of any beneficial interest in or to any land trust holdirig title to the Real
Property, or by any other method of conveyance of an interest in the Real Property. However; thls optlon shal1 not be
exercised by Lender if such exercise is prohibited by federat law or by Washington law.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are. part of thls Deed of
Trust: o5

Payment. Grantor shall pay when due {and in all events prior to delinquency} all taxes, special taxes assessments
charges lincluding water and sewer), fines and impositions levied against or on account of the Property, and shalt.
pay when due all claims for work done on or for services rendered or material furnished to the Property. ‘Grarntor
shatl maintain the Property free of all liens having priority over or equal to the interest of Lender under this Deed. of ¢
Trust, except for the lien of taxes and assessments not due and except as otherwise provided in thls Deed of
Trust. :

Right to Contest. Grantor may withhold payment of any tax, assessment, or claim in connection with a good falth :
dispute over the obligation to pay, so long as Lender's interest in the Praperty is not jespardized. If a lien arises or:"
is filed 85 a result of nonpayment, Grantor shall within fifteen [15) days after the lien arises or, if a lien is.filed,
within fifteen (15) days after Grantor has notice of the filing, secure the discharge of the lien, or if requested by
Lender, deposit with Lender cash or a sufficient corporate surety bond or other security satisfactory to Lender in an

MR
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o DEED OF TRUST
" Loan No: 5713682-1 {Continued) Page 5

; Stfrvrval of Representations and Warranties. All representations, warranties, and agreements made by Grantor in
“-this"Deed of Trust shall survive the execution and delivery of this Deed of Trust, shall be continuing in nature, and
* shall remain in full force and effect until such time as Grantor's Indebtedness shall be paid in full.

"QONQ_EMN-ATlQN: The following provisions relating to condemnation proceedings are a part of this Deed of Trust:

:Proceedings. . If any proceading in condemnation is filed, Grantor shall promptly notify Lender in writing, and
‘Grantor shall’ promptly take such steps as may be necessary to defend the action and obtain the award. Grantor
may be the riominal party in such proceeding, but Lender shall be entitled to participate in the proceeding and to be
represented in_the, proceeding by counsel of its own choice all at Grantor's expense, and Grantor will deliver or
calise to'be delivered to Lender such instruments and documentation as may be requested by Lender from time to
time to permlt such partlr:lpatlon

Application’ ‘of Net Praceeds If all or any part of the Property is condemned by eminent domain proceedings or by
any procéeding or purchase in lieu of condemnation, Lender may at its election require that all or any portion of the
net proceeds of thesaward be applied to the Indebtedness or the repair or restoration of the Property. The net
proceeds of the award shall mean the award after payment of all reasonable costs, expenses, and attorneys' fees
incurred by Trus‘tee rx.Lender in connection with the condemnation.

IMPOSITION OF TAXES 'FEEs AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating
to governmental taxes, faes: and___chax_rges are a part of this Deed of Trust:

Current Taxes, Fees and-Charges. Upon request by Lender, Grantor shall execute such documents in addition to
this Deed of Trust and’take whatéver other action is requested by Lender to perfect and continue Lender's lien on
the Real Property. Grantor shalt-reimburse Lender for all taxes, as described below, together with all expenses
incurred in recording, perfecting or: continuing this Deed of Trust, including without limitation all taxes, fees,
documentary stamps, and other charges for recording or registering this Deed of Trust.

Taxes. The following shall'.constitute taxes to which this section applies: (1) a specific tax upon this type of
Deed of Trust or upon all ‘or ‘any. part of the Indebtedness secured by this Deed of Trust; {2) a specific tax on
Grantor which Grantar is autherized of required to deduct from payments on the Indebtedness secured by this type
of Deed of Trust; (3} a tax on this tyﬂ'e of Deed of Trust chargeable against the Lender or the holder of the Credit
Agreement; and (4) a specn‘m tax on aII or any portion of the Indebtedness ar on payments of principal and
interest made by Grantar. S e

Subsequent Taxes. [|f any tax to whrch thls sectlon applies is enacted subsequent to the date of this Deed of
Trust, this event shall have the same effect as an Event of Default, and Lender may exercise any or all of its
available remedies for an Event of Default as prowded below unless Grantor either (ij pays the tax befare it
becomes delinquent, or {2) contests the tax as provided above in the Taxes and Liens section and deposits with
Lender cash or a sufficient corporate surety bopd oF other security satisfactory to Lender.

SECURITY AGREEMENT; FINANCING STATEMENTS. The following provisions relating to this Deed of Trust as a
security agreement are a part of this Deed of Trust: .

Security Agreement., This instrument shall cnnstrtute a Security Agreement to the extent any of the Property
constitutes fixtures, and Lender shall have all of. the rights of a secured party under the Unifarm Commercial Code
as amended from time 1o time. A

Security Interest. Upon request by Lender, Grantor shall T.ake whatever action is requested by Lender to perfect
and continue Lender's security interest in the Rents and, Parsonal Property In addition to recording this Deed of
Trust in the real property records, Lender may, at any‘time and without further authorization from Grantor, file
executed counterparts, copies or reproductions of this Deed.-of . Trust as a financing statement. Grantor shall
reimburse Lender for all expenses incurred in perfecting or contmurng ‘this, security interest. Upon default, Grantor
shall not remove, sever or detach the Personal Property froiti ‘the-Property.. Upon default, Grantor shall assemble
any Personal Property not affixed to the Property in a manner and at a place reasonably convenient to Grantor and
Lender and make it availabhle to Lender within three (3} days after recelpt of written demand from Lender to the
extent permitted by applicable law.

Addresses. The mailing addresses of Grantor {(debtar} and Lender (secured party} from which information
concerning the security interest granted by this Deed of Trust may, be. abtamed (each as required by the Uniform
Commercial Code] are as stated on the first page of this Deed of Trust. :

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provnsrone-" relating ;;to further assurances and
attorney-in-fact are a part of this Deed of Trust: : Do

Further Assurances. At any time, and from time to time, upon request of Lender, Grantor will make, execute and
deliver, or will cause to be made, executed or delivered, to Lender or to Lender's designeé, and when requested by
Lender, cause to be filed, recorded, refiled, or rerecarded, as the case may be, at'such times and in such offices
and places as Lendar may deem appropriate, any and all such mortgages, deeds of‘trust, security deeds, security
agreements, financing statements, continuation statements, instruments of farther assurance, certificates, and
other documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete,
perfect, continue, or preserve (1) Grantor's obligations under the Credit Agreeiment; this Deed of Trust, and the
Related Documents, and {2} the liens and security interests created by this Deed af Trust-as_first and prior liens
on the Property, whether now owned or hereafter acquired by Grantor. Unless prohibited by 43w or Lender agrees
1o the contrary in wrmng, Grantor shall reimburse Lender for all costs and expenses incurred in connectron with the
matters referred to in this paragraph. Font .

Attornev—ln -Fact. If Grantor fails to do any of the things refarred to in the preceding paragraph Lender may do s¢
for and in the name of Grantor and at Grantor's expense. For such purposes, Grantor herelly irrevecably appoints
Lender as Grantor's attorney-in-fact for the purpose of making, executing, delivering, filing, recordmg, and.doing all
other things as may be necessary or desirable, in Lender's sole opinion, 1o accomplish the matters referred to in
the preceding paragraph. L%

FULL PERFORMANCE. |f Grantor pays all the Indebtedness when due, terminates the credit line account, and otherwlse_
performs all the obligations imposed upon Grantor under this Deed of Trust, Lender shall execute and delwer ta- Trustee
a request for full reconveyance and shall execute and deliver to Grantor suitable statements of termiination of ‘any;
financing statement on file evidencing Lender's security interest in the Rents and the Personal Property: An\('
reconveyance fee shall be paid by Grantor, if permitted by applicable law. The grantes in any reconveyance may be .
described as the "person or parsons legally entitled thereto”, and the recitals in the reconveyance of any matters oru-"
facts shall be conclusive proof of the truthfulness of any such matters or facts. s

EVENTS OF DEFAULT. Grantor will be in dafault under this Deed of Trust if any of the following happen: (A} Gran_‘ger"
commits fraud or makes a material misrepresentation at any time in connection with the Credit Agreement. Thig. ¢an
include, for example, a false statement about Grantor's income, assets, liabilities, or any other aspects of Grantor's .
financial condition. (B} Grantor does not mest the repayment terms of the Credit Agreement. (C) Grantor's action or
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DEED OF TRUST

" Loan:No: 5713682-1 (Continued) Page 7

: Auditor's File Number where this Deed of Trust is recorded, and the name and address of the successor trustee,

& 4 and: the instrument shall be executed and acknowledged by Lender or its successors in interest. The successor

7 trustee,.without conveyance of the Property, shall succeed to all the title, power, and duties conferred upon the

Trustee in this Deed of Trust and by applicable law. This procadure for substitution of Trustee shali govern to the
exclusmn ef all other pravisions for substitution.

NOTICES Subject to applicable law, and except for notice required or allowed hy law to be given in another manner,
any natice requrred to he gwen under this Deed of Trust, including without limitation any notice of default and any
notice of sals shall be given in writing, and shall be effective when actually delivered, when actually received by
telefacsimile {unless otherwise required by law), when deposited with a nationally recognized overnight courier, or, if
railed, when deposrted in the United States mail, as first class, certified or registered mail postage prepaid, directed to
the addresses:shown near:the beginning of this Deed of Trust. All copies of notices of foreclosure fram the holder of
any lien whith_has prrerlty over this Deed of Trust shall be sent to Lender's address, as shown near the beginning of
this Deed of:Trust. - Any party may change its address for notices under this Deed of Trust by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice
purposes, Grantor agrees 1o keep Lender informed at all times of Grantor's current address. Subject to applicable law,
and except for notice required or allowed by law to be given in another manner, if there is more than one Grantor, any
notice given by Lender:to any Grantor is deemed to be notice given to all Grantors.

MISCELLANEOUS PhOVISIbI’ii’S.}_ -Tne---follewing miscellaneous provisions are a part of this Deed of Trust:

Amendments. This Deed of Trust, together with any Related Documents, constitutes the entire understanding and
agreement of the partis as to-th& matters set forth in this Deed of Trust. No alteration of or amendment to this
Deed of Trust shall bg effective. unless given in writing and signed by the party or parties sought to be charged or
bound by the alteration or amendment

Annual Reports. If the Property is. used for purposes other than Grantor's residence, Grantor shall furnish to
Lender, upon request a gertified statement of net operating income received from the Property during Grantor's
previous fiscal year in such form and detall as Lender shall require. "Net operating income” shall mean all cash
receipts from the Property less. all- cash expendltures made in connection with the operation of the Property.

Caption Headings. Caption headrng_, in this Deed of Trust are for convenience purposes only and are not to be
used to interpret aor define the pruwsrens of thrs Deed of Trust,

Merger. There shall be no merger-of the |nterest or estate created by this Deed of Trust with any other interest or
estate in the Property at any time held by or “for the benefit of Lender in any capacity, without the written consent
of Lender. s .

Governing Law. This Deed of Trust will: be 'governed by, construed and enforced in accordance with federal law
and the laws of the State of Washmgtnn. This Deed of Trust has been accepted hy Lender in the State of
Washington.

Choice of Venue, If there is a lawsuit, Grentor_ agrees upon Lender's request to submit to the jurisdiction of the
courts of SKAGIT County, State of Washington. .

Joint and Several Liability. All obligations of Grehtor under this. Deed of Trust shall be joint and several, and ail
references to Grantor shall mean each and every Grantor This means that sach Grantor signing below is
responsible for all obligations in this Deed of Trust.

No Waiver by Lender. Lender shall not be deemed to have walved any rights under this Deed of Trust unless such
waiver is given in Wl'ltlng and signed by Lender. No delay or omigsipn on the part of Lender in exercising any right
shall operate as a waiver of such right or any other nght A waiver by Lender of a provision of this Deed of Trust
shall not prejudice or constitute a waiver of Lender's™ rlght otherwnse 1o demand strict compliance with that
provision or any other provision of this Deed of Trust. No prigr waiver by Lender, nor any course of dealing
between Lender and Grantor, shall constitute a waiver of any of Lender's'rights or of any of Grantor's obligations
as to any future transactions. Whenever the consent of Lender ig required under this Deed of Trust, the granting
of such consent by Lender in any instance shall not constitute \continuing :cansent to subsequent instances where
such consent is required and in all cases such consent may be granted or‘withheld in the sole discretion of Lender.

Severability. If a court of competent jurisdiction finds any prowsren of, this .Dé6d 'of Trust to be illegal, invalid, or
unenforceable as to any person or circumstance, that finding shall not make the offénding provision illegal, invalid,
or unenforceable as to any other person or circumstance. [f feasible, the effendmg provision shall be considered
modified so that it becomes Jegal, valid and enforceable. If the offending provision cannot be so modified, it shall
be considered deleted from this Deed of Trust. Unless otherwise required by law, the illegality, invalidity, or
unenforceability of any provision of this Deed of Trust shall not affect the legallty, vahdltv or enforceability of any
other provision of this Deed of Trust. . P

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor's interest,
this Deed of Trust shall be binding upon and inure 1o the benefit of the parties; their sucgessgrs and assigns. |If
ownership of the Property becomes vested in a person other than Grantor, Lender, without neftice to Grantar, may
deal with Grantor's successors with reference to this Deed of Trust and the Indebtedness by way of forbearance or
extansion without releasing Grantor from the obligations of this Deed of Trust or Ilabllrty under: the Indebtedness

Time is of the Essence. Time is of the essence in the performanca of this Deed of Trust.

Walve Jury. All parties to this Deed of Trust hereby waive the right t

;anv actmn. proceedmg, ot
counterclaim brought by any party against any other party. {Initial Here™; R P

Waiver of Homestead Exemption. Grantor hereby releases and waives aII rights and benef:te of the hnmestead
exemption faws of the State of Washington as to all Indebtedness secured by this Deed of Trust P

DEFINITIONS. The following capitalized words and terms shall have the following meanings wheni.uéed in thls Deed of
Trust. Unless specifically stated to the centrary, all references to dollar amounts shall mean amountsin lawful morey
of the United States of America. Words and terms used in the singular shall include the plural, and ithe plural shall
include the singular, as the context may require. Words and terms not otherwise defined in this Deed of Trust shal1‘~-__
have the meanings attributed to such terms in the Uniform Commercial Code: : g :

Beneficiary. The word "Beneficiary" means PEOPLES BANK, and its successors and assigns.

Borrower. The word "Barrower” means Terry Dorn and Leslie A Dorn and includes all co-signers and- co-makers
signing the Credit Agreement. -

Credit Agreement, The words "Credit Agreement” mean the credit agreement dated July 30, 2004, with credlt--"‘
limit of $200,000.00 from Grantor to Lender, together with all renewals of, extensions of, madifications.af,
refinancings of, consolidations of, and substitutions for the promisseory note or agreement. NOTICE TO GRANTOR:

AR
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DEED OF TRUST
* Loan:No: 5713682-1 {Continued) Page 9

REQUEST FOR FULL RECONVEYANCE

Toy T T , Trustee

The tndersigned is the legal owner and holder of all indebtedness secured by this Deed of Trust. You are hereby
requested, upon: payment of all sums owing to you, to reconvey without warranty, to the parsons entitled thereto, the
right, title and interest now held by you under the Deed of Trust.

Dater. .ot S o . Beneficiary:
By:
Its:

LASER FRO Lending, Ver.'5.24.12.002 Caps. Pariand Francis Sclutions, Ine. 1997, 2004, Al Rights Raserved. - WA P:ACFIWIMCFNLPLGCT.FC TR-507717 PR-B
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